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A Look at the 
Conservation 
Reserve 
Last fall, farm ers voted in a new price-support program for corn with flex-
ible price supports and unrestr icted acreage. The companion program, the 
conservation reserve , assumes new importance and may help control acreage. 
by Arnold Paulsen, Earl O. Heady and Walter Butcher 
TWO OUT of th r e e farmers 
voting in the corn referendum 
last November voted for the new 
corn-support program. As a resu lt, 
the old p r o g r a m- based on a 
higher price support available only 
to growers who voluntarily stayed 
w i t h i n their corn acreage allot-
ments- was dropped. The new pro-
gram places no restrictions on the 
acreages of corn and other feed 
grains : all feed grains of storable 
quality will be eligible for sealing 
and government loan. 
Support prices under the new ar-
rangement will be 90 percent of the 
average market price of the pre-
ceding 3 years or 65 percent of 
parity- whichever is higher. The 
national average support price in 
1959 is $1.12 per bushel, 90 per-
cent of the 3-year average and 67 
percent of parity. In succeeding 
years, the support price may be at 
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65 percent of parity since this is 
likely to be higher than 90 percent 
of the 3-year average. 
Connected with this program is 
another important decision for farm 
operators- whether or not or to 
what extent to participate in the 
"conservation reserve. " In many 
cases, this decision may not be so 
simple as it might appear, and some 
of the results of our research at 
Iowa State College may be helpful 
in reaching a decision. 
Conservation Reserve 
The conservation reserve- which 
is principally a grain-land rental 
program- takes over as the main 
feature to co n t r o 1 the acreage 
planted to feed grains under the 
new program. The acreage reserve 
part of the soil bank ended in 
1958, along with acreage allot-
ments. 
Eligibility to receive the support 
price isn' t affected by whether or 
not a grower participates in the con-
servation reserve. Feed grain prices, 
however, have declined in the past 
several years, and there will be no 
high support in 1959. This means 
that profits from growing feed 
grains, even at supported prices, are 
going down. 
Because of this, many growers 
will be taking another look at the 
conservation reserve- especially in 
view of the 25 -percent rate increase 
enacted for contracts made in 1959 
and future years. 
You may be thinking about such 
questions as these: Is the conserva-
tion reserve a go o d alternative? 
What kind of land and how much 
of it might best go into the con-
servation reserve? Shou ld the entire 
farm be put into the reserve to get 
the 10-percent bonus offered? 
In cooperation with the Farm Eco-
nomics Research Division, ARS, 
USDA, Iowa State College has been 
conducting a study of the effects of 
v a r i o u s production-control pro-
grams. A part of this study included 
an analysis of a program similar to 
the one now operating. 
In this analysis, we examined in-
come possibilities for typical farms 
to find out whether profits would 
be greater or less from participating 
in this type of program. The price 
relationships w ere approximately 
equal to those of 1956- $1.20 for 
corn, $14.50 for hogs, $21.50 for 
choice beef cattle and about normal 
margins. Average 1959 conserva-
tion reserve rental payments in typi-
cal counties were used. The results 
may provide some clues that will 
help in answering your own ques-
tions. 
7-259 
Would t h e conservation re· 
serve be a good income alter-
native for you? 
There's no standard answer to 
this question. The profit outcome 
depends on your own farm situa-
tion. In general, however, farmers 
with some relatively low-yielding 
land can increase their incomes by 
participating in the reserve. 
But if your land is all very pro-
ductive and you have enough live-
stock to process all of the feed you 
raise, your income probably would 
be reduced by renting land into the 
conservation reserve at the feed and 
livestock prices used in our study. 
The study indicated, for example, 
that the operator of a typical 160-
acre hog-beef fattening farm in the 
Marshall soils area of southwest 
Iowa would increase income by 
about $116 by renting out 19 acres 
of the poorest land at $19 an acre 
(about the average rate for Iowa 
in 1959) . The farm would be with-
drawing Shelby and related soils 
which have an average yield of 
only about 35 bushels of corn per 
acre. 
In contrast, the study indicated 
that a typical 160-acre livestock 
farmer on Clarion-Webster soil in 
north-central Iowa-where the land 
is more uniform and of good qual-
ity- would reduce his income by 
about $320 if he rented out the 
same amount of land at the same 
rate. 
What kind of land and how 
mueh of it should you put into 
the conservation reserve? 
The kind and amount of land it 
will pay you to rent depends on 
( 1) the yields of the crops that 
could be grown if the land weren't 
rented out, ( 2) the conservation re-
serve payment rate for the particular 
fields to be rented, ( 3) the amount 
and efficiency of the livestock that 
must be eliminated if the land is 
rented out, and ( 4) the prices ex-
pected for livestock and grain. 
It usually pays to put the least 
productive land into the reserve. 
Here's why: Production costs per 
acre for a crop are about the same, 
regardless of yield. If the land , 
therefore, p rod u c e s fewer-than-
average bushels per acre, the costs 
per bushel will be higher than aver-
age. A bushel of grain of the same 
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quality has the same market value, 
regardless of the yield. Thus, on the 
low-producing land where costs per 
bushel are higher, net returns per 
bushel will be lower than on more 
productive land. 
Since the conservation reserve 
payments are varied from field to 
field , according to relative yields 
per acre, one might expect the "pay-
ments per bushel" to be about the 
same regardless of yield. But these 
payments vary less from the state 
average payment than the yields 
vary from state average yields. 
Thus, the conservation reserve pay-
ments for individual fields tend to 
" lean" toward the state average 
payment rate. So, throughout Iowa, 
the conservation payments stack up 
best in comparison with the net re-
turns from crops on land where the 
yield potential is lowest. 
Farmers with some good and 
some poor land may find it worth-
while to change to less intensive ro-
tations on some of their better land 
in order to rent out additional acres 
of their less productive land. This 
is because of the requirement that 
only the total acreage of soil-deplet-
ing crops must be reduced 1 acre 
for each acre placed in the conser-
vation reserve. Acres of grain on the 
poor land going into the reserve 
will naturally be reduced. But it's 
also possible to replace soil-deplet-
ing crops on the good land with 
meadow to make it possible to rent 
low-producing rotation meadow to 
the reserve. 
For each acre thus shifted, one 
more acre of the poor land which 
was formerly in rotation meadow 
may be rented into the reserve. In 
effect, this shift would remove the 
income from an acre of oats, soy-
beans or corn and replace it with 
the conservation reserve rental pay-
ment. It would result in some in-
crease in forage production and, 
after several years, could increase 
the grain yields because of the ad-
ditional forage in the rotation. If 
hay is quite valuable on the farm 
or if the yield response to addition-
al forage in the rotation is large, a 
shift of this kind would be espe-
cially profitable. 
Table 1 shows some profit-maxi-
mizing plans for a 160-acre owner-
operated farm on two Iowa soils. 
For the farm on the Marshall 
soils, our study showed that, at the 
average payment rate for ~hat area 
of $19, it would be profitable to 
place about 20 acres in the conser-
vation reserve. But more than $50 
per acre would be needed t? make 
it profitable to reduc~ gram pro-
duction to zero, to shift all crop-
land to the reserve or permanent 
pasture and to conduct livesto_ck 
production only on purchased gram. 
This woutd be for operators who 
had no alternative for using their 
capital and labor except on the farm 
under the price assumptions used 
in this study. 
It wouldn't be profitable for the 
farm on Clarion-Webster soil in 
north-central Iowa to rent any land 
at $20 an acre. More than $40 per 
acre would be needed to make it 
profitable to rent even 6 acres of 
the farm into the reserve. (But re-
TABLE I. Profit-maximizing farm plans for typical I 60-acre, owner-operated fa rms with 
the opportunity to participate in the new corn progra m. 
Land rented, acres ...... . 
Corn produced, bushels ........ . 
Hogs produced ..... 
Cattle fed ..... 
Corn , acres .... 
Oats, acres .. 
Soytle:3ns, acres .. 
t'd e1dow, acres ..... . 
Permanent pasture, acres ..... 
Labor needed, hou rs ..... 
lncome 1 , dollars .... .. . 
Type of farm, location , soil type and conservation 
reserve rental rate 
Livestock, Hog -beef feeding, 
northern Iowa, southwestern Iowa, 
Clarion-W e bste r, $20 Marshall, $19 
Present Profitable Present Profitable New 
plan change plan c hange plan 
0 0 + 19 19 
3,838 0 2,226 - 356 1,870 
207 0 127 - 67 60 
22 0 24 + 10 34 
56 0 62 - 14 48 
27 45 - II 34 
27 0 0 
27 33 + I 34 
10 15 + 5 20 
2, 105 1,934 + 25 1,959 
7,480 4. 145 + 116 4,261 
1 Fix ed costs of taxes, interest, insurance and depreciatio n have not been subtracted. 
member that this is for a full-time 
owner-operator with a successful 
livestock program.) 
Should prices for farm products 
continue to decline over the next 
several years, as they' re expected to 
do, the current conservation reserve 
payments will become more attrac-
tive. It would then pay to put 
larger acreages into the reserve. 
If part of the grain land is rented 
into the conservation reserve, a 
slightly different livestock com-
bination may be needed to use the 
new feed combination more profit-
ably. That is, grain-consuming live-
stock probably should be reduced 
as grain production decreases rela-
tive to forage. Usually this would 
mean a shift to more cattle and 
fewer hogs. 
Grain production, for example, 
could profitably be reduced by 397 
bushels, or 20 percent, per year on 
the Marshall farm (table 1) . The 
number of hogs would be reduced 
about half, and more cattle would 
be fed on pasture. Notice, however, 
that the labor reguirements would 
remain about constant. 
Should the entire farm be put 
into the conservation reserve 
to get the 10-percent bonus? 
The answer to this guestion de-
pends mainly on your goals, plans 
and preferences. If you're plan-
ning to retire or think you have 
better opportunities off the farm, 
the conservation reserve could help 
you achieve either. 
The new program provides a 
premium when the whole farm is 
rented into the conservation re-
serve. If it's profitable to place a 
major portion of the farm into the 
reserve, "going all of the way" may 
be the most profitable. An operator 
who plans to retire may also find 
this a profitable thing to do, de-
pending on his social security situa-
tion. 
Because of lower costs to the 
owner, the conservation reserve pay-
ment may be higher than the net 
return from a customary rental ar-
rangement on some of the less pro-
ductive land. With his grain land in 
the reserve, a retired operator and 
his family might wish to live on the 
farm and to use the buildings and 
pasture for a small livestock opera-
tion. 
But what about the man who 
isn't retiring but is thinking about 
renting the whole farm while work-
ing elsewhere? Let's take a look at 
such a case: 
U oder the price levels used in the 
study ($1.20 for corn, $14.50 for 
hogs and $ 21. 5 0 for fat cattle) , 
some farmers would receive more 
money income by renting their 
farms into the reserve, by selling 
their livestock and equipment, and 
by working elsewhere. The analysis 
i n d i c a t e d, however, that the 
amounts of gain in income would 
vary considerably among soil areas 
and individual farms within the 
same area (table 2) . 
Typical full-time farmers who 
can't find a suitable off-farm job 
or who prefer to continue farming 
full time would usually find their 
incomes reduced by putting all of 
their land into the conservation re-
serve. The reason is that much of 
the labor and capital formerly used 
in grain production cannot be em-
ployed very profitably, if at all, 
when no grain is produced. 
Large-s c a 1 e poultry production 
and commercial hog or cattle feed-
ing programs using purchased grain 
would be good alternatives for a 
few of these farmers. But most 
full-time operators, unless th e y 
choose to work off the farm, will 
find that renting all of their grain 
land into the reserve will leave 
TABLE 2. Gain in income to owner-operators on typical 160-acre farms realized by putting 
all eligible land in conservation reserve at average area rate plus 10% bonus 
and taking a job off the farm at $1.25 per hour. 
Conservation Conservation Net 
Income from reserve pay- reserve pay- Off.farm gain 
Soil area farming 1 ment per acre ment + bonus wages or loss 
Sh e l b y- G rundy- Ha ig ........ $3,062 $ 15 $ 1,800 $2 ,600 $1 ,338 
Id a -Monona .......... 3, 098 17 2,244 2 ,600 1,746 
Marsha ll ......... 3,634 19 2,926 2,600 1,892 
C larion-Webster ..... . 6 ,794 20 3,080 2,600 - 1, 114 
1 Less 5-percent charge for mac hi nery investme nt at resal e value. 
them with more free time but less 
income. 
Part-time farming- combining a 
job in town with a farm operation 
-represents an in-between pos-
sibility. It provides an additional 
source of income but doesn't in-
volve a complete change of occupa-
tion. Many part-time farmers will 
find the conservation reserve a good 
alternative. They can rent out some 
of their poorer land which wouldn't 
return a lot for their scarce time. 
And, with the reduced acreage in 
grain crops, they can reorganize 
their farm operations to use much 
less labor and to use it more evenly 
throughout the year. 
Operator and family labor avail-
able on a part-time farm is less well 
adapted to seasonal field crop 
operations than to year-around live-
stock operations. Table 3 shows the 
kinds of adjustments involved for 
a part-time operator in the Mar-
shall soil area who has about 25 
hours per week of his own and his 
family's labor available for use on 
the farm . 
TABLE 3. Profit-maximizing farm plan in the 
Marshall soil area of western Iowa for 
part-time, 160-acre owner-operated farm 
with the opportunity to rent land to 
the conservation reserve at $19 per acre 
as compared with typical 160-acre full-
time farm . 
Part-time Full-time 
plan1 plan i 
Land re nte d, acres..... 47 O 
Corn p roduced , bushels ........................ 1,0 17 2, 193 
Hogs produced......... 0 127 
Cows kept..... O 
Cat t le fed ..... 
Co rn , acres ..... 
Soybe a ns, acres ... .. 
Meadow, ac res ... .. 
Perm a ne nt pasture, acres ..... 
I I 
30 
6 
7 
47 
24 
62 
0 
33 
15 
Farm la bor needed, hours'...... 745 1,934 
O ff .farm labor needed , hours ...... 2,080 O 
.. ..... $3,078 $4, 145 Farm income4 ..... 
Off-farm income 
TO TAL INCO ME ... 
........................ $2 ,600 $ 
. ........ .. $5 ,678 $4, 145 
1 W it h conserva t ion reserve . 
2 Wit hout conse rvat io n reserve. The operator is 
"fu ll-t ime" because he works o nly on the farm . 
More lan d and c apita l would be re qu ired to 
"fully e mploy" th e operator. 
3 Farm la bor l.im it ed to 25 man -hours per week o f 
o perato r a nd fa mily la bor o n part-time farm. 
4 Fixed cost of taxes . interest , ins ura nce and de-
prec ia tion have not bee n su btracted. 
General Guides ... 
For possible help in your deci-
sion on whether or not to partici-
pate in the conservation reserve, 
we've developed some g e n e r a I 
guides based on the information 
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Budget Form to Estimate the Amount of Land 
to Place in the Conservation Reserve 
Step I. Calculate the value of the crops you usually produce o n yo ur farm with aver-
age weather: 
Corn , ........ acres , yielding 
Oats , ........................ acres , yielding 
Soybeans, acres , yielding ..... 
b ushe ls per acre @ $1 .00 
bushel s per acre @ $0.55 
bushe ls per acre 
$ 
$ ..... . 
$ ... . 
Meadow, ........................ acres, yielding ........................ tons per acre 
@ $2 .00 
@ $8.00 $ ... . 
TOTAL $ 
Subtract operating costs of $ I 0 per acre plus fertilizer costs for each acre of corn, 
oats and soybeans from the total: 
COSTS $ ..... 
PRESENT CROP RETURN $ .... 
Step 2. Estimate the number of rotated acres on your farm which wou ld not yield 40 
bushels or more per acre if planted to corn . Consider , a s a first estimate , placing half of 
these acres in the reserve. Calculate the return from these acres at your local co nservation 
reserve rate: 
.... acres@ $ ...................... per acre $ .... (the tot a I conservation reserve payment). 
Step 3. Subtract the number of acres estimated in Step 2 from your base acreage for 
so il-depleting crops (2-year average acreage of corn , oats and soybeans) to get the maxi-
mum acreage of corn, oats and soybeans which you could raise: . ..................... acres . 
Step 4. Estimate a new crop plan and calculate the value of the crops prod uced , in-
cluding the conservation reserve payments. Remember that you'll have a new acreage com-
bination of crops and, thus, may have different yields and fertilizer costs: 
Corn, 
·-·-·· acres, yielding bushels per acre @ $ 1.00 $ .... 
Oats , acres , yielding bushels per acre @ $0.55 
Soybeans , ·-······- ·· ·········· acres , yielding bushels per acre @ $2 .00 $ ... 
Meadow, ........... acres , yielding ... tons per acre @ $8.00 $ .... 
Reserve , acres . @ $ ..... $ ... 
TOTAL $ ....... 
Subtract COSTS $ ..... 
NEW CROP RETURN $ .... 
Step 5 (optional). If you would have a different livestock program because of the 
new feed supply, you may need to adjust the return obtained in Step 4 by the estimated 
amount of change in livestock income. 
The Meaning: If the "new crop return" from Step 4 is greater than the "present crop 
return" of Step I, it indicates an advantage in placing land in the conservation reserve; 
a larger acreage in the reserve might also be profitable. If the "new crop return" is smaller 
than the "present crop return," you may wish to rebudget, using a smaller acreage for the 
conservation reserve. 
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turned up in our study. These 
guides, in · turn, can help you decide 
whether it 's likely to be worthwhile 
to use the budget form at the end 
of the article to calculate the re-
turn for renting land on your farm 
into the conservation reserve. 
e If you have some land on 
which the average corn yield is less 
than 40 bushels per acre, the 
chances are good that you'll find it 
to your advantage to place land in 
the reserve. If you also have more 
than 50 percent of your land in 
grain crops, you certainly should 
look into possible advantages of 
the conservation reserve. 
e If you can obtain additional 
productive land, you may want to 
rent out some of your own less-
productive acres to the reserve and 
expand your farm. In this way, you 
can use your labor and capital to 
operate only the better-quality land; 
the earnings of resources used on 
good-quality land will be greater 
than earnings for the s a m e re-
sources used on the less-productive 
land. 
e If you usually have better-
than-average success with livestock 
but are short on labor, you may find 
that you can increase your returns 
by placing some of your poorest 
land in the reserve. This would per-
mit you to concentrate more of your 
efforts on improving and expand-
ing your livestock enterprise. Crops, 
on the average, return more per 
hour for labor than livestock. But 
when it 's possible to collect $13 or 
more per acre for low-yielding land 
and to concentrate on a larger, more 
efficient livestock operation, the 
combination is likely to increase 
total income. 
e If you have a small farm and 
also the opportunity to work regu-
larly off the farm at $1.25 or more 
per hour, you'll probably find it 
to your advantage, from the stand-
point of income, to rent all of the 
grain land or all but the most pro-
ductive land to the conservation re-
serve. Renting land into the reserve 
will often reduce the work load 
enough at peak seasons so that you 
can operate the remainder of the 
farm on a part-time basis and ob-
tain a regular full-time job off the 
farm. 
